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IN THE MATTER OF THE COMMISSION’S Docket No. E-00000J-14-0023

INVESTIGATION OF VALUE AND COST OF

DISTRIBUTED GENERATION. GRAND CANYON STATE
ELECTRIC COOPERATIVE
ASSOCIATION INC.’S
EXCEPTIONS TO
RECOMMENDED OPINION
AND ORDER

Grand Canyon State Electric Cooperative Association, Inc. (‘GCSECA”), on behalf of its
electric distribution cooperative members (the “Cooperatives”),l submits these exceptions to
Administrative Law Judge Jibilian’s Recommended Opinion and Order dated October 7, 2016
(the “ROO”).

COOPERATIVE FLEXIBILITY

GCSECA appreciates the time and energy that both the Utilities Division Staff and Judge
Jibilian invested in this docket and in developing the proposed methodologies described in the
ROO. The ROO contains several important Findings supported by the Cooperatives.
Specifically, GCSECA agrees that the current Net Metering that provides for the banking of

Distributed Generation (“DG”) exports should be eliminated and replaced by a mechanism for

" GCSECA’s electric distribution cooperative members include Dixie Escalante Rural Electric Association, Inc.;
Duncan Valley Electric Cooperative, Inc.; Garkane Energy Cooperative, Inc.; Graham County Electric Cooperative,
Inc.; Navopache Electric Cooperative, Inc.; Mohave Electric Cooperative, Inc.; Sulphur Springs Valley Electric
Cooperative, Inc.; and Trico Electric Cooperative, Inc.
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utility direct purchase of DG exports. (ROO, Finding 131, p. 166, 11. 17-19.) The ROO also
correctly recognizes that rooftop solar DG customers are partial requirements customers and
should be treated as a separate rate class where supported by a valid cost of service study.
(ROO, Findings 151 and 152, p. 169, 1I. 5-10.)

Additionally, GCSECA supports and requests Commission approval of the portions of
the ROO that acknowledge the Cooperatives’ unique characteristics and afford them flexibility to
address the various DG issues raised in this proceeding. GCSECA specifically supports the
Ordering Paragraph establishing that the Cooperatives should not be required to comply with any
one-size-fits-all requiremen‘is (ROO, p. 172, 11. 1-3). In keeping with the goal of flexibility,
GCSECA proposes a few additional revisions in order to clarify that the Cooperatives are not
subject to the provisions of the ROO establishing methodologies for setting the rate paid for DG
exports (either the “Staff Avoided Cost Methodology with Five-Year Forecasting” or the “Staff
Resource Comparison Proxy Methodology with a Five-Year Rolling Average”) or requiring that
the rate be set in a full rate case. The record contains ample support for excluding the
Cooperatives from these requirements in light of the economic and operational hardships
involved, including the following key concerns.

First, the methodologies referenced in the ROO involve complicated, multi-factored
analyses, potentially requiring significant amounts of data to be gathered and analyzed. These
methodologies are better suited for investor-owned, integrated utilities, not distribution-only
cooperatives. While certain components of these methods may be applicable to the
Cooperatives, the Cooperatives should be allowed to calculate their DG export rates using
calculations and procedures tailored to their unique, individual circumstances. For example, the

Cooperatives (unlike integrated utilities) do not avoid any significant future generation or

2
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transmission costs as a result of DG because a reduction in system peak demand does not reduce
their fixed generation and transmission costs, which are purchased through long-term wholesale
contracts. Accordingly, to the extent that Staff’s Avoided Cost Methodology (especially the
matrix attached thereto as Exhibit A) is based on avoided generation and transmission, it is
inapplicable to the Cooperatives. Likewise, for Cooperatives that do not currently have utility
scale solar PPAs in place or have utility scale solar PPAs not reflective of current pricing, use of
Staff’s Resource Comparison Proxy Methodology could result in unreasonably high export rates
calculated using other utility PPAs as a proxy.? For these reasons, GCSECA proposes that the
Commission enter a Decision that does not limit the Cooperatives to the ROO’s methodologies,
but allows them to use Staff’s as well as other reasonable approaches to calculate their DG
export rates.” GCSECA also requests confirmation that the Cooperatives with and without
pending rate cases are not subject to providing the underlying data for the ROO’s
methodologies.”

Next, under the current Net Metering system, many of the Cooperatives have the option
to revise their tariffs annually based on updated avoided cost data and without the need for a full
rate case. This flexible approach makes sense, given the Cooperatives’ unique circumstances,
including the fact that they purchase power through wholesale contracts. GCSECA believes a

similar approach should be used for setting the Cooperatives’ excess DG rate. Instead of

? Specifically, non-Cooperative utility scale solar PPAs reflect costs that are not necessarily representative of a
Cooperative’s avoided costs because such utilities are subject to mandatory renewable energy targets and the
Cooperatives are not.

? For instance, if Staff’s Resource Comparison Proxy Methodology is reflective of current solar pricing or
establishes a statewide utility scale solar PPA price, the Cooperatives should have the option of using that price as a
proxy.

* We note that the Cooperatives with pending rate cases are not included in the recommended order related to Net
Metering waivers (ROO, p. 171, 1. 16).
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requiring the time and expense of a full rate case, GCSECA proposes allowing the Cooperatives
to adjust their excess compensation rate based on periodic data filings.
Based on the foregoing, GCSECA respectfully requests that the Commission modify the
ROO to confirm the Cooperatives’ exemption from mandatory application of the ROO’s two
proposed methodologies and rate case requirement. To this end, GCSECA proposes the
following revisions (additions shown in bold):
Page 154, lines 611, be revised to read as follows:
GCSECA requests that the Cooperatives be afforded flexibility to
develop rate design solutions to cost shifts resulting from DG
integration, and that the Cooperatives not be required to comply
with any one-size-fits-all requirements that would impose
economic and operational hardships. As Staff states, the
Cooperatives are different in important respects from the other

utilities participating in this proceeding. We believe that the value
of DG meeheée%egsf methodologles we adopt herem wﬁ%&%@%%he

should be avallable to the Cooperatlves, but do not require the
Cooperatives to provide all the data included in the
methodologies and do not foreclose the option to utilize other
methodologies that may be more appropriate to address a
given Cooperative’s unique circumstances. Instead, the
method for determining the rate that a particular Cooperative
should pay for DG exports should be evaluated on a case-by-
case basis.

Finding 155, page 170, lines 1-3, be revised to read as follows:

The Cooperatives should be afforded flexibility to develop rate
design solutions to the cost shift caused by DG and should not be
required to comply with any one-size-fits-all requirements that
would impose economic and operational hardships. Therefore, in
pending and future rate cases, the Cooperatives shall not be
limited to Staff’s Avoided Cost methodology or Staff’s
Resource Comparison Proxy methodology and shall not be
required to provide to Staff all the underlying data that these
methodologies rely upon. Further, the Cooperatives shall have
the option to revise their export compensation rates based on
updated data filings without the need for a full rate case.

4
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First Ordering Paragraph on page 172, lines 1-3, be revised to read as follows:

IT IS FURTHER ORDERED that the Cooperatives should be
afforded flexibility to develop rate design solutions to the cost shift
caused by DG and should not be required to comply with any one-
size-fits-all requirements that would impose economic and
operational hardships. Therefore, in pending and future rate
cases, the Cooperatives shall not be limited to Staff’s Avoided
Cost methodology or Staff’s Resource Comparison Proxy
methodology and shall not be required to provide to Staff all
the underlying data that these methodologies rely upon.
Further, the Cooperatives shall have the option to revise their
export compensation rates based on updated data filings
without the need for a full rate case.

GRANDFATHERING

GCSECA is also concerned that the grandfathering requirement set forth in the ROO is
too rigid. The ROO proposes that all DG customers who signed up for new DG interconnection
prior to the effective date of the Commission’s decision in a pending or future rate case to be
considered “fully grandfathered” and leaves no room for utility-specific exceptions or inquiries.
(ROO, p. 153,1.23 —p. 154,1. 4.)

As an initial matter, the Cooperatives believe it is premature to decide the issue of
grandfathering rate design. Whether or not a particular rate design should be grandfathered
needs to be decided in a rate case when the proposed rate design changes are actually known.
Blanket grandfathering of rate design in a vacuum could lead to improper results and potentially
contentious rate case issues about what the blanket grandfathering actually intended to cover.

Alternatively, should the Commission decide to set rate design grandfathering policy
outside of a rate case, the scope of the ROO’s grandfather provision requires clarification. The
language prohibiting “any changes to rate design” should be applicable only to circumstances

where a separate rate class is established for DG customers, is supported by evidence in a rate

5
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case establishing that no rate design change is appropriate, and should apply only to DG-related
design issues. To the extent that DG customer(s) are not in a separate rate class, then they should
be treated similarly to non-DG customers and should be subject to any generally applicable rate
design changes. Because the language in the ROO could be interpreted to improperly prohibit
the Commission from adopting generally applicable, non-DG rate design changes simply
because the changes would apply to grandfathered DG customers, GCSECA urges the
Commission to eliminate the “rate design” references or otherwise clarify the intended scope.

GCSECA is also concerned that the ROO’s grandfathering provision is inconsistent with
the Commission’s recent decision in the UNS Electric rate case, Decision No. 75697, which
acknowledged that “each unique rate case may warrant different results.” (Decision No. 75697,
p. 119, 1. 15.) The Cooperatives are a prime example of unique utilities that may warrant
different results. For instance, as demonstrated in one GCSECA member’s currently pending
rate case,’ rural cooperatives can experience a higher percentage of rooftop solar penetration
because of their typically higher retail rates, which provide for-profit solar contractors higher
returns. Cooperatives also serve rural areas that are often the most economically challenged in
the State. As a result, extending the grandfathering cutoff has a disproportionate impact on non-
DG cooperative members who are often the least financially equipped to pay for the cost shift.
Therefore, GCSECA proposes the following revisions (additions shown in bold) to better align
the Commission’s decision in this case with its statements in Decision No. 75697 and preserve
the Commission’s ability to fully evaluate the impact that grandfathering will have on the

Cooperatives and their rural members:

% Docket No. E-01461A-15-0363.




1 Page 153, line 21 — page 154, line 4, be revised to read as follows:

2 Generally, grandfathering decisions should be made in the context
of a rate case. However, the value of DG methodology we adopt

3 in this proceeding may lead to a change, however gradual, in the
compensation rate for solar exports that will be set in pending

4 utility rate cases. Therefore, it is important to make clear that for
the first utility rate case in which the value of DG methodology we

5 adopt in this proceeding will be used, our default policy is that

the new export compensatlon rate set in that caseras-wel-as-any

6 : should apply only to DG customers
who 51gn up for new DG interconnection after the effective date of
7 the Decision issued in that utility rate case. Unless unique
circumstances warrant different results, DG customers who
8 have signed up for new DG interconnection before the effective
date of the Decision issued in that utility rate case will be
9 considered to be fully grandfathered and continue to utilize
currently-implemented-rate-design-and net metering, and will be
10 subject to currently-existing rules and regulations impacting DG.
11 First Full Ordering Paragraph on page 171, lines 2-9, be revised to read as follows:
12 IT IS FURTHER ORDERED that for the first utility rate case in
which the value of DG methodology we adopt in this proceeding
13 will be used, including pending cases, our default policy is that
the new export compensatlon rate set in that casesas-well-as-any
14 : should apply only to DG customers
who 51gn up for new DG interconnection after the effective date of
15 the Decision issued in that utility rate case. Unless unique
circumstances warrant different results, DG customers who
16 have signed up for new DG interconnection before the effective
date of the Decision issued in that utility rate case will be
17 considered to be fully grandfathered and continue to utilize

currently-implemented-sate-desiga-and net metering, and will be
18 subject to currently-existing rules and regulations impacting DG.
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RESPECTFULLY SUBMITTED this 15" day of November, 2016.

Original and 13 copies filed this
15™ day of November, 2016, with:

Docket Control

Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007

COEy of the foregoing delivered this
15" day of November, 2016, to:

Teena Jibilian, Administrative Law Judge

Hearing Division

Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007

COE)ies of the foregoing mailed this
15" day of November, 2016, to:

Garry D. Hays

Law Offices of Garry D. Hays, PC

2198 East Camelback Road, Suite 305

Phoenix, Arizona 85016

ghays@lawgdh.com

Attorney for The Arizona Solar
Deployment Alliance

GALLAGHER & KENNEDY, P.A.

BYW/X
J

%ﬂr{' er X Cranston

257

Phi

East Camelback Road
nix, Arizona 85016-9225

Attorneys for Grand Canyon State Electric
Cooperative Association, Inc. |

Greg Patterson

Munger Chadwick

916 West Adams, Suite 3

Phoenix, Arizona 85007

greg(@azcpa.org; Gpatterson3@cox.net

Attorneys for The Arizona Competitive
Power Alliance
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Jason D. Gellman

Snell & Wilmer, LLP

One Arizona Center

400 East Van Buren Street, Suite 1900

Phoenix, Arizona §5004

Attorneys for Morenci Water and Electric
Company and Ajo Improvement Company

Roy Archer, President

Morenci Water and Electric Company
and Ajo Improvement Company

P. O. Box 68

Morenci, Arizona 85540

William P. Sullivan

Law Offices of William P.
Sullivan, P.L.L.C.

501 East Thomas Road

Phoenix, Arizona 85012

wps@wsullivan.attorney

Attorneys for Garkane Energy
Cooperative, Inc.

Nancy Baer
245 San Patricio Drive
Sedona, Arizona 86336-4757

Patricia C. Ferré
P. O. Box 433
Payson, Arizona 85547

Richard C. Adkerson

Ajo Improvement Company
333 North Central Avenue
Phoenix, Arizona 85004-2189

Gary Pierson

Arizona Electric Power Cooperative, Inc.
P.O. Box 670

1000 South Highway 80

Benson, Arizona 85602

Charles Kretek

Columbus Electric Cooperative, Inc.
P.O. Box 631

Deming, New Mexico 88031

LaDel Laub

Dixie Escalante Rural Electric
Association, Inc.

71 East Highway 56

Beryl, Utah 84714

Steven Lunt

Duncan Valley Electric Cooperative, Inc.
P.O. Box 440

222 North Highway 75

Duncan, Arizona 85534

Dan McClendon

Marcus Lewis

Garkane Energy Cooperative, Inc.
P.O. Box 465

Loa, Utah 84747

Than W. Ashby

Graham County Electric Cooperative, Inc.
P.O. Drawer B

9 West Center Street

Pima, Arizona 85543

Tyler Carlson

Peggy Gillman

Mohave Electric Cooperative, Inc.
P.O. Box 1045

Bullhead City, Arizona 86430

Charles R. Moore

Paul O’Dair

Navopache Electric Cooperative, Inc.
1878 West White Mountain Boulevard
Lakeside, Arizona 85929
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Vincent Nitido

Trico Electric Cooperative, Inc.
8600 West Tangerine Road
Marana, Arizona 85658

David G. Hutchens

Kevin P. Larson

UNS Electric, Inc.

P.O. Box 711

MS HQE901

889 East Broadway Boulevard
Tucson, Arizona 85701-0711

Mark Holohan

Arizona Solar Energy Industries Association
2122 West Lone Cactus Drive, Suite 2

Phoenix, Arizona 85027

15" day of November, 2016, to:
Janice Alward, Chief Counsel
Legal Division

Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007
jalward@azcc.gov

Maureen A. Scott

Legal Division

Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007
mscott@azcc.gov

Matthew Laudone

Legal Division

Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007
mlaudone@azcc.gov

Cog)ies of the foregoing emailed this

Nicholas J. Enoch

Lubin & Enoch, P.C.

349 North Fourth Avenue

Phoenix, Arizona 85003

Attorneys for IBEW Locals 387,
1116 and 769

Lewis M. Levenson
1308 East Cedar Lane
Payson, Arizona 85541

Susan H. Pitcairn
Richard H. Pitcairn
1865 Gun Fury Road
Sedona, Arizona 86336

Thomas Broderick, Director
Utilities Division

Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007
tbroderick@azcc.gov

Terri Ford

Utilities Division

Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007
tford@azcc.gov

Richard Lloyd

Utilities Division

Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007
rlloyd@azcc.gov
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Daniel W. Pozefsky

Residential Utility Consumer Office

1110 West Washington, Suite 220

Phoenix, Arizona 85007

dpozefsky@azruco.gov

Attorney for Residential Utility Consumer
Office (RUCO)

Court S. Rich

Rose Law Group, PC

7144 East Stetson Drive, Suite 300

Scottsdale, Arizona 85251

CRich@Rosel.awGroup.com

Attorneys for The Alliance for Solar
Choice (TASC)

Thomas A. Loquvam

Thomas Mumaw

Melissa Krueger

Pinnacle West Capital Corporation

P. O. Box 53999, MS 8695

Phoenix, Arizona 85072-3999

Thomas.Loquvam@pinnaclewest.com

Thomas.Mumaw(@pinnaclewest.com

Melissa.Krueger@pinnaclewest.com

Attorneys for Arizona Public Service
Company

Meghan H. Grabel

Osborn Maledon, PA

2929 North Central Avenue, Suite 2100
Phoenix, Arizona 85012
mgrabel@omlaw.com

Attorneys for Arizona Investment Council

Gary Yaquinto, President & CEO
Arizona Investment Council
2100 North Central Avenue
Phoenix, Arizona 85004
gyaquinto(@arizonaic.org
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Craig A. Marks
Craig A. Marks, PLC
10645 North Tatum Blvd., Suite 200-676
Phoenix, Arizona 85028
Craig.Marks@azbar.org
Attorneys for Arizona Utility

Ratepayer Alliance

C. Webb Crockett

Patrick J. Black

Fennemore Craig, PC

2394 East Camelback Road, Suite 600

Phoenix, Arizona 85016-3429

werocket@fclaw.com

pblack@fclaw.com

Attorneys for Freeport-McMoRan
Copper & Gold, Inc. and Arizonans
for Electric Choice and Competition

Dillon Holmes

Clean Power Arizona

9635 North 7™ Street, #47520
Phoenix, Arizona 85067
dillon@cleanpoweraz.org

Albert Gervenack, Vice President
Sun City West Property Owners

& Residents Association (PORA)
13815 Camino Del Sol
Sun City West, Arizona 85375
vicepres(@porascw.org

Timothy M. Hogan
Arizona Center for Law
in the Public Interest
514 West Roosevelt Street
Phoenix, Arizona 85003
thogan@aclpi.org
Attorneys for Vote Solar and
Western Resource Advocates
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Rick Gilliam

Director of Research and Analysis
Vote Solar

1120 Pearl Street, Suite 200
Boulder, Colorado 80302
rick@votesolar.org

Briana Kobor

Program Director — DG Regulatory Policy
Vote Solar

360 22" Street, Suite 730

Oakland, California 94612
briana@votesolar.org

Kenneth L. Wilson

Western Resource Advocates
2260 Baseline Road, Suite 200
Boulder, Colorado 80302
ken.wilson@westernresources.org

Jeftfrey W. Crockett

Crockett Law Group PLLC

2198 East Camelback Road, Suite 305

Phoenix, Arizona 85016-4747

jeff@jeffcrockettlaw.com

Attorneys for Sulphur Springs Valley
Electric Cooperative, Inc.

Kirby Chapman, Chief Financial
& Administrative Officer
Jack Blair, Chief Member Services Officer
Sulphur Springs Valley Electric
Cooperative, Inc.
311 East Wilcox
Sierra Vista, Arizona 85650
kchapman{@ssvec.com
jblair@ssvec.com
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Bradley S. Carroll

Assistant General Counsel, State Regulatory
Tucson Electric Power Company

88 East Broadway Boulevard, MS HQE910
P.O.Box 711

Tucson, Arizona 85702

Bcarroll@tep.com

Tom Harris

Arizona Solar Energy Industries Association
2122 West Lone Cactus Drive, Suite 2
Phoenix, Arizona 85027
Tom.Harris@AriSEIA.org

Michael Alan Hiatt
Earthjustice

633 17™ Street, Suite 1600
Denver, Colorado 80202
mhiatt@earthjustice.org
Attorney for Vote Solar

Michael W. Patten

Timothy J. Sabo

Jason D. Gellman

Snell & Wilmer, LLP

One Arizona Center

400 East Van Buren Street, Suite 1900
Phoenix, Arizona 85004
mpatten@swlaw.com
tsabo(@swlaw.com
jgellman@swlaw.com

Attorneys for Tucson Electric Power
Company and UNS Electric, Inc.

Chinyere Ashley Osuala
Earthjustice

48 Wall Street, 19™ Floor
New York, New York 10005
cosuala@earthjustice.org
Attg\r:neys Jor Vois Solar
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